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WEDNESDAY, MAY 14, 1952 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C. 
The subcommittee met, pursuant to notice, at 10 a. m., in room 
P-36, United States Capitol, Senator Lyndon B. Johnson (chairman 
of a subcommittee composed of Senators Johnson, Hunt, and Salton- 
stall) presiding. 
Present: Senators Johnson (presiding) and Saltonstall. 
Also present: Mark H. Galusha of the committee staff. 
Senator Jonnson. The committee will please come to order. 
Pursuant to instructions of the chairman of the Armed Services 
Committee this subcommittee has been appointed to hear witnesses in 
connection with H. R. 6787, a House bill to extend the Rubber Act of 
1948. The provisions of the bill are as follows; 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) subsection (a) of section 9 of the Rubber 
Act of 1948 (Publie Law 469, Eightieth Congress), as amended, is further amended 
(1) by striking out ‘‘April 1, 1951,” and inserting in lieu thereof ‘‘April 1, 1953,” 
and (2) by striking out “January 15, 1952,” and inserting in lieu thereof ‘‘January 
15, 1954.” 

(b) Section 20 of such Act, as amended, is further amended by striking out 
“June 30, 1952,”’ and inserting in lieu thereof ‘June 30, 1954.’’ 

Passed the House of Representatives Mareh 24, 1952. 

Ratre# R. Rossrts, Clerk. 


It is the chairman’s understanding that this legislation expires 
June 30 of this year. 


(H. R. 6787 reads in full as follows:) 


[H. R. 6787, 82d Cong., 2d sess.] 


AN ACT To extend the Rabber Act of 1948 (Public Law 469, Eightieth Congress), as anended, and for 
other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) subseetion (a) of seetion 9 of the Rubber 
Act of 1948 (Public Law 469, Eightieth Congress), as amended, is further amended 
(1) by striking out “April 1, 1951” and inserting in lieu thereof “April [, 1953”, 
and (2) by striking out “January 15, 1952” and inserting in lieu thereof “January 
15, 1954’. 

(b) Section 20 of such Aet, as amended, is further amended by striking out 
“June 30, 1952” and inserting in lieu thereof ‘June 30, 1954’’. 

Passed the House of Representatives March 24, 1952. 


Attest: Ratruw R. Roperts, Clerk. 
Senator Jounson. The first witness scheduled this morning is Hon. 


Harry A. MeDonald, the Administrator of the Reconstruction Finance 
Corporation. 


Mr. McDonald, do you have your prepared statement? 
Mr. McDonauxp. Mr. Chairman, I do. 


Senator Jonnson. The committee would be delighted to receive 
your statement. 


1 
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Mr. McDonatp. It is a very short statement. Would you prefer 
that I read it prior to inserting it in the record? 
Senator JoHNSON. Yes. 


STATEMENT OF HON. HARRY A. McDONALD, ADMINISTRATOR, 
RECONSTRUCTION FINANCE CORPORATION, ACCOMPANIED 
BY LELAND E, SPENCER, CHIEF, SYNTHETIC RUBBER DIVI- 
SION, RECONSTRUCTION FINANCE CORPORATION 


Mr. McDonavp. Mr. Chairman, as Administrator of the Recon- 
struction Finance Corporation it is a privilege and a pleasure to make 
my initial appearance before this subcommittee. Since this hearing 
is being held for the purpose of considering the extension of the 
Rubber Act of 1948, I shall comment very briefly on the operations 
of the RFC under such act. 

The issuance by National Production Authority, Department of 
Commerce, of NPA Order M-2, as amended April 21, 1952, revoked 
the limitations on dry natural-rubber consumption, except pale crepe 
or sole crepe. This signaled the achievement of another goal in the 
synthetic-rubber program administered by the RFC and operated by 
private industry for the account of the Government. Less than 12 
years ago the Government synthetic-rubber program was started under 
the guidance and administration of the RFC. Pursuant to legal 
authority and direction from the Congress and the President, and 
the advice and directives from authorized Government agencies, and 
with cooperation of industry, the production of synthetic rubber in 
the United States has enabled the Nation to meet the demands of 
two national emergencies, namely World War II, and the current 
defense and rearmament program, and to emphasize the place of 
synthetic rubber in a peacetime economy. 

We have progressed in this, a new industry from laboratory processes 
with little-known product and with many technical obstacles, to 
proved processes and products. These are continually improving in 
efficiency and quality. In this country almost every worker travels 
to work on rubber, almost every farmer uses rubber-tired equipment, 
and all segments of the population ride on rubber and use it in 
countless other ways in daily life. The importance of the RFC 
snythetic-rubber program, therefore, cannot be overemphasized. 

When the Rubber Act of 1948 was extended to June 30, 1952, it 
was expected that the 2-year extension would allow a sufficient time to 
develop a program which would permit of the disposal by the Govern- 
ment to private industry of a substantial portion, if not all, of the 
synthetic-rubber-producing facilities. At the same time, it would 
assure the maintenance of synthetic-rubber-producing facilities and 
‘apacity sufficient to meet the demands of a national emergency. 
The second goal has been reached, and adequately, as is shown by the 
expansion of production from an annual rate of approximately 420,000 
tons at the outbreak of hostilities in Korea to approximately 835,000 
tons at the time the Defense Production Administration announced 
the lifting of most of the restrictions on the use of dry natural rubber 
in April. Jn short, the proof of our achievement in this respect is 
clearly evidenced by the fact that production has caught up with and 
surpassed present and immediately fcreseeable demands. I desire to 
insert in the record at this time two charts. One illustrates the 
production levels of general purpose synthetic rubber from the com- 
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mencement of production in early 1943 through the month of April 
of this year, and the other illustrates the production levels of butyl 
rubber over the same period. 

Senator JoHnson. Without objection, the charts will be inserted. 

(The charts above referred to face this page) 

Mr. McDona.p. The rapid reactivation and expansion of syn- 
thetic-rubber-producing capacity in the past 18 months has made 
possible the production of sufficient synthetic rubber to meet all of 
the requirements of the defense program without requiring the aban- 
donment or any substantial curtailment of the natural-rubber stock- 
piling program, and without depriving civilian consumers of needed 
rubber products. Indeed, in such period, civilian use of rubber 
products reached an all-time peak, without adversely affecting defense 
requirements. 

The requirements for rapid increase of synthetic rubber production 
since July of 1950 have required the concentration of the efforts of 
the RFC and its operators on the reactivation of stand-by synthetic 
rubber facilities and means of increasing the production of synthetic 
rubber. It has not permitted the giving of sufficient time and atten- 
tion to the development of an appropriate disposal program. During 
this period, however, we have not lost sight of the ultimate goal of the 
synthetic-rubber program of developing a technically and economically 
sound synthetic-rubber industry which can eventually be placed in 
private ownership and operation. 

The Corporation retained in operation on July 1, 1950, at the com- 
mencement of the present extension of the Rubber Act of 1948, 28 of 
the 51 facilities which constituted the wartime synthetic-rubber 
program. Of these, 17 facilities were engaged in active production. 
The remaining 11 of the 28 facilities retained had been placed in 
stand-by. These have since been reactivated and placed in operation 
as a result of the accelerated production program. At the present 
time all of the 28 synthetic-rubber facilities are operating and, as a 
result of the reactivation and expansion program, are capable of 
producing at the rate of 950,000 tons per annum. 

Without subsidy, and with the full recovery of the Government’s 
investment and with a small profit, the RFC is now selling synthetic 
rubber at substantially less than the price of natural rubber to 
American industry. At times within the past 2 years such price of 
synthetic rubber has been less than half the price of natural rubber. 
Since the commencement of the reactivation program, in order to 
continue to sell synthetic rubber at no loss while determining cost in 
accordance with good commercial-accounting practices, it was found 
necessary to increase the average price of general-purpose synthetic 
rubber from the pre-Korean price of 18’ cents to 24% cents in Decem- 
ber 1950, and later to 26 cents. Recently this average price of net 
GR-S has been reduced to 23 cents through economies made possible 
by curtailment of butadiene production from alcohol and improve- 
ments in production processes. 

May I insert a chart in the record at this point which illustrates 
graphically (1) increasing production of synthetic rubber to the recent 
peak of tons per annum, and (2) favorable price relationship of syn- 
thetic against natural rubber. I ask permission to insert it, Mr. 
Chairman. 

Senator Jonnson. Without objection, it will be inserted. 

(The chart above referred to is as follows: ) 
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Mr. McDona.p. Synthetic rubber would not have reached its 
advanced state of usefulness without research. The Government 
synthetic rubber research program, financed and directed by the 
RFC, has been carried on in conjunction with many rubber manu- 
facturers, universities and research institutions. This has resulted in 
outstanding developments, a number of them within the past 2 years. 

Included in this technical progress is the program of oil-extended 
rubber, a development which makes possible increase in the total 
supply of rubber without increasing the use of the principal components. 

Another development is cold rubber, a product that has now proved 
superior to natural rubber in many applications. For example, 
already it has been demonstrated that cold rubber for tread stock on 
tires has 20 percent to 30 percent better wearing qualities than natural 
rubber. 

Other and less spectacular technical discoveries and process im- 
provements resulting from the research program have greatly improved 
the quality of general purpose rubber and permitted the development 
of special purpose synthetic rubber of types which can be used in 
place of natural rubber for most purposes without sacrificing quality. 

With the expiration of the present extension to June 30, 1950, of 
the Rubber Act of 1948, it is acknowledged that many of the questions 
which were in the minds of industry and of the Government 2 years 
ago as to the future of the synthetic rubber program are still some- 
what unanswered. However, we believe that the record of the last 2 
years with the attendant expansion program and achievements, the 
ability of the RFC, with the wholehearted support of a large segment 
of the rubber, petroleum, alcohol, and chemical industries to meet the 
unprecedented demands for rubber in the face of grave international 
conditions and rapid fluctuations in the world rubber market, has 
proved beyond reasonable doubt the farsightedness and importance 
of the legislation enacted into the Rubber Act of 1948, and the exten- 
sion thereof 2 years ago. We cannot overemphasize the significance 
of the synthetic rubber program to the people of our country who are 
transported on millions of tons of rubber annually. Before the RFC 
synthetic rubber program became a reality, the United States was 
dependent upon foreign governments, foreign markets, foreign pro- 
duction over which the American Government and American industry 
had little or no control. 

Two things now remain to be done. On the one hand we must 
continue the operation of the facilities to the extent necessary to meet 
our civilian and defense needs. At the same time we must go forward 
with the development of plans for the transfer of the facilities from 
Government ownership to private industry in accordance with the 
intent of Congress expressed in the Rubber Act of 1948. 

Mr. C hairman, that is my prepared report to the committee. 

Senator Jounson. Mr. McDonald, can you do that under the bill 
passed by the House? 

Mr. McDona.p. I should think so. 

Senator Jounson. Do you recommend favorable action by this 
committee on this bill? 

Mr. McDona.p. I think I would, sir. 

Senator JoHNSON. One other question. I believe you are selling 
synthetic rubber at the present time at 23 cents a pound. 

Mr. McDona.p. Yes, sir, that is correct. 
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Senator Jonnson. Will vou tell the committee whether or not that 
represents a loss or a profit to the RFC, and whether it takes into 
account amortization on the plant facilities? If so, how you arrive 
at that figure, and what basis is used? 

Mr. McDona.p. I have sitting on my left Mr. Spencer, who is in 
charge of that operation. 

Senator Jounson. We will be glad for him to answer any of these 
questions that you may direct to him. 

Mr. McDonaxp. I will make the statement, and if I am wrong, 
he can correct me. But the price of 23 cents today that we are charging 
does permit a profit at this time. It does permit the amortization of 
the facilities. 

Senator Jonson. On the basis of their cost? 

Mr. McDona.p. On the basis of their cost, ves, sir. 

Senator Jonnson. And you amortize them over what period? 

Mr. McDona.tp. About a 15-year life. 

Senator Jonnson. And how may years have run already? 

Mr. McDona.p. Mr. Spenc er? 

Mr. Spencer. About 7 years. 

Senator Jonnson. And the total original investment was in the 
neighborhood of $1 million? 

Mr. Spencer. Three-quarters of a billion dollars. 

Senator Jonnson. Three-quarters of a billion dollars. And you 
are amortizing that over 15 years? 

Mr. Spencer. Yes, sir. 

Senator JoHnson. And how many years have run? 

Mr. SPENCER. Seven. 

Senator JoHNsoNn. Seven years. So the taxpayer has had approxi- 
mately half his money returned to the Treasury? 

Mr. Spencer. That is correct. 

Senator Jounson. And you pay for the operation, which is handled 
under management contracts with private industry? 

Mr. Spencer. Yes, sir. 

Senator Jounson. And the materials and all of the cost incident 
thereto? And you include in that the amortization cost, and you still 
have some money left over? 

Mr. Spencer. Yes, sir. 

Senator Jonnson. Could you tell us what that has amounted to? 

Mr. Spencer. In 1951, that amounted to about $12 million, in 
round ‘figures. 

Senator Jounson. After you had amortized and after you had paid 
all the cost of operation, it returned to the RFC a profit of $12 million? 

Mr. Spencer. Yes, sir; which in turn is passed along to the Treas- 
ury, and is no longer available to us to reduce the cost in the future. 

Senator Jonnson. So the RFC synthetic-rubber program, managed 
by private industry, paid all the cost of operation plus an amortization 
on the original cost of the investment, plus $12 million, for the last 
fiscal year? 

Mr. Spencer. Right. 

Senator Jounson. And what do you anticipate it will be for this: 
fiscal year? 

Mr. Spencer. In the neighborhood of a $25-million profit. 

Senator Jonnson. In the “neighborhood of a $25-million profit? 

Mr. Spencer. Yes, sir. 
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Senator JoHNson. Since you are doing that well, and since you 
recommend enactment of this legislation, I see no reason, Mr. Mc- 
Donald, to keep you before this committee. Go back to your office 
and keep on making more profits for the RFC. 

Mr. McDonatp. Thank you, sir. 

Senator Jounson. The next witness is Mr. John L. Collyer, presi- 
dent of the B. F. Goodrich Co. 

Mr. Collyer, the committee is delighted to have you with us again. 

Mr. Cottyrr. Thank you, Senator Johnson. 

Senator Jounson. Do you have a prepared statement, Mr. Collyer? 

Mr. Couiyer. Yes, sir. 

Senator Jonnson. Proceed with it, Mr. Collyer. 

Mr. Cotiyrer. Thank you. 


STATEMENT OF JOHN L. COLLYER, PRESIDENT, THE B. F., 
GOODRICH CO. 


Mr. Coutiyer. Mr. Chairman, the Rubber Act, which you are now 
considering and which was written more than 4 years ago, clearly 
states that it is— 
the policy of the Congress that the security interests of the United States can and 
will best be served by the establishment within the United States of a free, coms 
petitive synthetic-rubber industry. 

The act further declares it essential that Government ownership of 
production facilities and Government controls on production and use 
of rubber be terminated “whenever consistent with National security.” 

Two years ago, your committee endorsed this policy as a ‘‘sound, 
wise, and necessary course.”’ You recognized the fact that, although 

' the existing synthetic industry was largely developed with public 
funds, the industry would not have been born without the know-how 
supplied by private industry. But, because of the conditions which 

existed at that time, it was concluded that a transfer of these American 
rubber-producing plants to private industry would not then be con- 
sistent with national security interests. 

Two years ago, there was fear that the supply of crude rubber from 
southeast Asia might decline, or possibly be completely cut off. 
Today, we know that more crude rubber was produced and shipped 
in the past 2 years than in any similar period in history. 

Two years ago, there was fear that we would not have enough 
crude rubber in this ‘country to meet our military and essential 
civilian needs should the United States become involved in an all-out 
war. ‘Today, we have ample supplies of crude rubber in this country 
to fill all of our needs for a 5-year conflict, even if we were not able to 
import another pound during that entire period. 

Two years ago, our Government-owned synthetic rubber plants 
were producing at an annual rate of slightly more than 300,000 long 
tons of GR-S rubber and 55,000 long tons of butyl rubber. Today, 
these plants are producing GR-S at the rate of over 700,000 long tons 
a year and butyl at the rate of about 900,000 long tons. 

Two years ago, there were some who doubted that our synthetic 
rubber industry could compete with crude rubber under normal 
conditions. Today, we all know that the world demand for new 
rubber is greater than the output from the crude rubber plantations. 
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But above and beyond this fact, we know that today’s man-made 
rubber is superior to the tree-grown product for many uses. 

Thus, as wé review the events and achievements of the past 2 years 
for the purpose of considering the action that should be taken in 
connection with the expiration of the present legislation on June 30, 
I feel certain that we all share in the feeling of gratification that has 
been brought about by our achieving national se curity in terms of 
supplies of the presently known types of rubbers. Our country now 
has ample supplies of these rubbers for peace and for war. 

This fact has been recognized by those in Government who have 
been delegated the responsibility for administering the national 
security provisions of the Rubber Act. Government has wv isely 
removed, because they are no longer needed, am ajority of the controls 
on the quantities and the kinds of rubber which may be consumed by 
the industry. Today, there is no reason why rubber should be — c : 
to special ‘legislation- no reason why it should be considered 
different from rd other essential material. 

The B. F. Goodrich Co. believes that today there is no sound 
reason why Government should participate in any way in the business 
of producing rubber. It is our strong conviction that our country’s 
competitive economy is now and has always been the key to our 
productivity and to our progress. It is also our conviction that any 
Government action which does not encourage research and invest- 
ment in rubber-producing facilities by private ‘industry will inevitably 
weaken, rather than strengthen, our national security. For true 
national security requires more than ample supplies of rubber for 
presently known needs; it requires continued progress in research 
and development which can come only from a dynamic and competi- 
tive privately owned industry. 

I might mention at this point, sir, that the developments to which 
the previous witness referred came from. private industry, and most 
of them prior to Pearl Harbor. For example, on the cold rubber, 
our company furnished that information to the Government without 
charge in the pooling of patents. 

All of the raw materials for the manufacture of butadiene are sup- 
plied by private industry. Most of the styrene and other materials 
used in the manufacture of synthetic rubbers are supplied by private 
industry. All of the butadiene plants, one styrene plant, and all of 
the GR-S copolymer plants and the butyl plants, although Govern- 
ment-owned, are operated by private industry. The present Rubber 
Act provides for the este ablishment of controls to assure that the 
quantities of general-purpose and of special-purpose synthetic rubbers 
considered essential to our national security will be produced and 
consumed. If Congress provides appropriate restrictions on the use 
of the rubber-producing facilities which may be disposed of, we can 
see no reason why our Nation would not have, under private ownership, 
all of the security now provided under Government ownership of the 
rubber-producing plants. In addition, we would then have the 
further security “that has always resulted from competitive research 
and development of materials and of products. 

We believe, therefore, that the long-range security of our Nation 
will best be served by the creation as guickly as possible of a competi- 
tive synthetic rubber industry. With that goal in mind, we 
recommend: 
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1. That Congress amend the Present act to require that the butyl] 
facilities be offered for sale or lease to private industry now and that 
these facilities be disposed of as soon as reasonable sales or leases can 
be arranged, These facilities are highly integrated. Disposal will 
involve no significant interference with production. There js little 
question that butyl can continue to compete successfully with crude 
rubber for use in inner tybes, 

2. That Congress require the formulation by January 15, 1953, of 
plans for the disposal, with appropriate national security safeguards. 
of all Government-owned GR-S_ copolymer facilities, butadiene 
facilities, and styrene facilities, so that the Program can be approved 
and made effective by June 30, 1953. 

3. That the present legislation, after amendment to provide for 
disposal of butyl plants, be extended for a period of | vear, to expire 
on June 30, 1953. instead of the 2-vear period approved by the House 
of Representatives. thus allowing sufficient time for formulation of 
disposal plans for the Government-owned GR-S copolymer, butadiene 
and sivrene facilities. 

lt is the belief of our company that Congress by such action can 
provide the rubber-producing industry with the incentives inherent 
in our competitive economy and by so doing reverse the trend toward 
socialism in the United States. 

It is also the belief of our company that Congress by sueh action 
will provide maximum military security and at the same time will pro- 
mote the fulles; application of American privace initiative co our 
rubber problems. 

Congress has agreed in its policy statement that the Government- 
owned rubber plants should be transferred to private OWnership; so it 
secms to me that what we are actually discussing today is the date 
when actual transfer will be made. 

' seems to me that an extension of the present legislation for | 
year would have these udvantages: 

l. Stimulus for prompt action in the preparation of a plant disposa 
program, 

2. Evidence to the People of the United States and to other nations 
especially the rubber-growing countries, that Congress IS sincere jn 
its policy Statement favoring “a free competitive synthetic rubber 
industry.” 

If a reasonable disposal plan were not completed by January 1: 
1953, then the Rubber Act could be extended for a further brief 
Period. On the other hand, if the present legislation js extended 
for 2 vears, it seems almost certain that Congress will not authoriz 
the transfer of synthetic rubber plants to private industry at an 
earlier date, even if a satisfactory plant disposal plan were formulated 
There seems to be no good reason for extending the present legis- 
lation for more than 1 year. 

Senator Jounson. Do vou favor its extension for 1 year? 

Mr. Coutyer, For 1 year; ves, sir. 

Mr. Chairman, we sincerely appreciate this Opportunity of pre- 
senting our views on legislation dealing with the important ray 
material—rubber. Our recommendations are those of Americans 
Who are deeply concerned With the problem of protecting the security 
of Americans ‘and other freedom-loving peoples. We earnestly hop 
that they will be given your serious consideration, | 
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Thank you. 
Senator Jounson. Thank you ver y much, Mr. Collyer. The bill 


will be carefully considered, and I thank you very much for coming 
before the committee. 


Mr. Couttyer. Thank you. 

Senator Jounson. The next witness is Mr. George Tisdale, vice 
president of the United States Kubber Co. Mr. Tisdale, we are glad 
to have vou with us. Do you have your prepared statement? 

Mr. Tispae. Yes, sir. With your’permission, I would like to 
read it, sir. 

Senator JOHNSON, Please go ahead. 


STATEMENT OF GEORGE M. TISDALE, VICE PRESIDENT, UNITED 
STATES RUBBER CO. 


Mr. Tispate. Members of the Senate Subcommittee on Rubber, 
let me thank you for this chance to appear before you and discuss the 
future of the rubber industry. 

| believe this is a most appropriate time to talk about rubber in all 
its aspects, because last week I attended the International Rubber 
Study Group in Ottawa, where a committee was set up to study the 
feasibility of assured markets and stabilized prices for natural rubber. 

Since it sounds to me like rubber control on an international scale, 
I am opposed to any such arrangement. I trust that the Congress is 
also opposed, yet the fact that it is even being considered disturbs me, 
because it is a dangerous trend toward less free enterprise right at a 
time when I believe we need not less, but more. 

That is why I believe these discussions here today are doubly 
important. 

| only hope that my words have the power to convey to you the 
sincerity of my stand on rubber. I hope I can convince you that 
I am not so much interested in what the Congress can do for the 
rubber industry as I am in what it can permit the rubber industry to 
do for the American people. 

I firmly believe that a 2-year extension of the Rubber Act, as it now 
stands or as it might be revised, will not be in the best interest of the 
people of our country. 

I have four main reasons for this belief: 

First: The Rubber Act is not doing what it was intended to do, 
which was to create a strong, privately operated synthetic rubber 
industry. 

Second: No one has presented a sound reason why extension of the 
act is in the interest of national security. 

Third: Private operation of the synthetic rubber plants would 
fact strengthen national security. 

Fourth: A 1-year extension of the act, revised to insure prompt 
action, would be enough to carry out the intent of the act. 

Let - briefly dese ribe each of these four reasons: 


No. The Rubber Act is not doing what it w as intended to do. 
The s act was designed to create a strong, privately owned synthetic 
rubber industry. That is the expressed intent of the Congress, as 


set down in the act’s declaration of policy. 
Yet the act, which was originally passed in 1948, has already been 
extended 2 years, and now it is up for another extension. In the mean- 
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time, the only progress or serious effort to carry out the sound objec- 
tives of the act has been the ending of patent pooling. 

The act permits leasing of the plants to private industry and it 
says the administration shall develop a plan to offer the plants for 
sale. Yet the plants have not been leased, nor has a plan for selling 
them been worked out. 

A mere extension of the act could let another 2 years, or perhaps 
more, go by without giving customers for rubber products the bene- 
fits of free competitive enterprise in rubber. 

Reason No. 2: No one has presented a sound reason why extension 
of the act is in the interest of national security. 

Many men who support continued Government operation of the 
synthetic rubber plants keep repeating thet “we must not endanger 
our national security.” But I can find no substance behind that 
statement. I have heard no one explain in any concrete way how 
our national defense could be in any danger if the synthetic rubber 
plants were turned over to private operation. 

I can think of no basis for this kind of reasoning, unless it be painful 
memories of conditions which have long since changed. 

We must remember that our rubber supply picture today is vastly 
different from what it was 10 years ago. Our synthetic rubber industry 
was then a mere infant, and its product was an inferior substitute. 
Since most of our natural rubber imports had been cut off, our stockpile 
of natural rubber, which amounted to less than half a million tons, 
was all we had for a time. 

Today we have all the rubber we need—both natural and synthetic. 
Our natural rubber stockpile is about double what it was then. Our 
synthetic rubber industry has come of age, with a capacity of nearly a 
million tons a year. Furthermore, this capacity will increase con- 
siderably as certain known and proved production improvements are 
put into effect. 

In 1952, by conservative estimate, there will be available to the 
United States 850,000 tons of natural rubber. That will give us a 
total potential supply of 1,850,000 tons. Rubber consumption is 
estimated at 1,255,000 tons, which is only two-thirds of the available 
supply. 

Gentlemen, is there any other industry in this country that is better 
protected with respect to strategic raw materials? 

The rubber situation is even immensely improved over what it was 
when the Rubber Act was extended in 1950. Two vears ago, the 
Nation’s stockpile of natural rubber was inadequate. Patent pooling 
was still in effect and synthetic rubber was not yet in a fully competi- 
tive position. 

Now, we have an adequate stockpile, patent pooling has ended, and 
the synthetic rubber industry is fully capable of standing on its own 
feet. 

Since World War IT, synthetic rubber has been so much improved 
that it competes in both quality and cost with natural rubber. There 
fore, we can rest assured that, under private operation, the industry 
would continue to make synthetic rubber ia large volume, and that 
the full production capacity would always be available on short notice 
in case of war. 

For security reasons, it would be an easy matter for the Congress 
to require that any company leasing or etnies a omen continue to 
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produce at a specified minimum level and to keep the plant in shape 
for all-out production on short notice. 

The Congress could also require that, before production could be cut 
back at any plant, enough synthetic rubber be placed in inventory so 
that, in an emergency, there would be enough synthetic rubber on hand 
to supply the country at capacity rate until full production could be 
resumed. In that way, the natural rubber stockpile would never be 
called upon to make up deficiencies in synthetic rubber production. 

Now we come to the third reason for’my belief that the bill before 
you is not in the best interest of the American people. 

Private operation of the synthetic rubber plants would in fact 
strengthen our national security. 

This point does not need proof, because everyone already agrees. 
The Congress has said so in the act itself, and has restated it each 
time the act came up for extension. The President has said so on 
several occasions, and industry leaders have concurred. 

Everyone agrees that America’s great national strength and security 
stem directly from the productive might of our free-enterprise system. 
If everyone believes this, how can anyone logically argue against 
turning the synthetic rubber plants over to private industry? 

Incidentally, I was encouraged to hear the President recommend 
to Congress that the butyl plants be sold at this time. Then I was 
disappointed when the House of Representatives decided against 
such a desirable move. 

Finally, my fourth reason: A 1-year extension of the act, revised 
to insure prompt action, would be enough to carry out the intent of 
the act. 

The time to carry out the intent of the Rubber Act is now and the 
logical first step is to make sure that lease agreements with private 
companies be set up without delay. One year of operation of the 
plants under these leases would let industry determine the investment 

value of the plants. 

For the four reasons I have given, I respectfully request that you 
seriously consider my strong belief that a 2-year extension is too 
long, and that a mere extension of the present act does not insure 
fulfillment of the expressed policy of the Congress. 

To be specific, may I suggest the following four changes in the 
Rubber Act: 

1. In section 2, the declaration of policy, eliminate the restrictive 
phrase “whenever consistent with national security,” since no threat 
to national security is now involved. 

2. In section 9 (a) make the reporting requirements specific to 
include a definite offer to lease facilities by a certain date—not later 
than September 30, 1952. They should also require that a plan for 
disposal by sale be presented to the new Eighty-third Congress in 
January 1953, to become effective by June 30, 1953. 

3. In section 20, make the termination date June 30, 1953. 

4. Make such changes throughout as may be necessary to provide 
for production of a specified security minimum of GR-S which should 
not exceed 450,000 long tons a vear. 

| believe that a lease program which includes the following main 
features is entirely practical: 

The lessee will agree to produce and consume or sell at least his 
share of the security minimum level. 
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The lessee will agree to accept firm orders up to his rated capacity 
from any consumer, domestic or foreign, . from the Government. 

If all plants are not leased simultaneously, Government may operate 
te mporarily enough capacity to avoid any shortage. 

The lessee will agree to keep any idle capacity needed for security 
in stand-by condition, ready to operate within a specified period. 

If the butadiene plants are not leased or sold at the time the GR 
plants are leased, the Government agrees to temporarily supply suffi- 
cient butadiene from petroleum. The lessee will also be permitted to 
negotiate for private sources of supply. 

These are my suggestions. 

Thank you for your kind attention. 

Senator Jonnson. Thank you very much, Mr. ‘Tisdale. The com- 
mittee is glad to have vour views and recommendations. 

The next witness is Mr. William O’Neil, president of the General 
Tire & Rubber Co. 

Good morning, Mr. O’ Neil. 

Mr. O’Netn. | am not going to bother you by reading all of this 
stuff here. 1 will just h: ind it to you, except one thing. 

Senator Jounson. The committee will be very glad to hear it. As 
a matter of fact, | have not seen it, and if it represents your views 

Mr. O’NetL. It takes too long. I can give them to you plainer and 
quicker. 

Senator Jonson. Fine. 


STATEMENT OF WILLIAM O’NEIL, PRESIDENT, THE GENERAL 
TIRE & RUBBER CO. 


Mr. O’Netu. There is only one thing here. I have here a statement 
by Hon. William H. Ayres, Representative for the Fourteenth Ohio 
Congressional District, presented to the members of the lower body 
at the time the House debated the measure now before you. This is 
from the Congressional Record of Mareh 24, 1952, and I would like 
to make this part of our record. 

Senator JoHnson. Without objection, we will make it an exhibit 
to the printed record. Since it has already been printed, 
this as an exhibit. 

(The document above referred to will be found in the files of the 
subcommittee.) 

Senator JoHnson. Proceed, Mr. O'Neil. 

Mr. O’Nem. I am against a third term for the synthetic rubber 
plants. This will actually be the third term that has been proposed 
here. We have been seized long enough. 
from that kind of stuff. 

Let me tell you, we do not have the same experience 
socialism that Joe Stalin has, and he will do a bette r job than we will 
on socialism. It cost our Government, the people of our country, last 
vear $1,500,000,000, the way the Government operated this thing. 

Now, I am not finding fault with the men that did that. One fel- 
low, I think, was very foolish. But as a whole, it is just the principle, 
that Government cannot run things. We believe that. That 
socialism; that is communism. 

Take here. When you want to buy something, 
vertise. That is not the way business does it. 

20555—52 


we will file 


1 would like to ret away 


of handling 


is 


vou have to ad- 
Business only adver- 
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when they are trying to sell something. But here we had Stu Sym- 
ington advertising the fact that we had to out-buy the Russians on 
rubber, and put rubber up 22 cents that day. That is not the way to 


do business, you see. And that is what this Government control does 
on this kind of thing. 


I agree with Mr. Collyer, except that I said to him when he left, 
“I do not believe that you have to take a year to get rid of this. Let 
us take it in 6 months.’ 


1 think that you can get rid of this in 6 months. and that is our 


principle. The Government should be out of this thing in 6 months’ 
time. 


Now, we have been operating with the Government here. But look 
at what it cost for alcohol synthetic last year. We are not in politics 
We are not trying to buy votes. We do not have to buy votes, and 


therefore we would not be using that kind of stuff, vou see. It is just 
dead wrong. 


Now, I agree that if I were running it for the Government, I could 
not do any better than you fellows. This is not any criticism of the 
way you are doing it. Iam just against the principle. Let us get the 
Government out of here as quickly as possible. 

Senator Jounson. Do you want your prepared statement made part 
of the record? 

Mr. O’Net. Yes; here is the statement. 

Senator Jounson. Without objection, Mr. O’ Neil's prepared state- 
ment will be inserted in the record at this point. 

(The prepared statement of Mr. O'Neil is as follows:) 


TESTIMONY OF WILLIAM QO’ NEIL, PRESIDENT, THE GENERAL TIRE & RuRBBER Co. 


Mr. Chairman and members of the committee, my name is William O’ Neil. 
I am president of the General Tire & Rubber Co., of Akron, Ohio. I appreciate 
the opportunity offered by the Armed Services Committee to be heard before this 
subcommittee on the subject of extending the Rubber Act, again, for another 2 
years. 

I am opposed to a third term for Government control of the rubber industry. 
We have been seized long enough. I believe that the Government, the public, 
the rubber industry, and all the industries which we serve and are served by, in 
short, that all parties concerned would benefit by the transfer of the synthetic 
industry to private ownership at the earliest practicable date. This can and 
should be accomplished, in my opinion, within the next 6 months 

I realize that the history and content of the act are well known to you gentle- 
men, but, briefly, for the record, what did Congress stipulate as the conditions for 
private ownership and operation of our synthetic facilities? 

First. An adequate stockpile of natural rubber. We have that—more 
than a million tons. 

Second. A “technologically advanced and rapidiy expansible’’ rubber 
industry, to quote the language of the act We have that, too. Know-how 
in quick reactivation and a million tons of capacity, most of it now in produc- 
tion—to say nothing of many new and improved rubbers that did not exist 
when the act was drawn in 1948. 

Third. And again quoting the act, ‘availability in times of national emer- 
gency of adequate supplies of synthetic rubber to meet the essential civilian, 
military, and naval needs of the country.”’ It is obvious that this condition 
has been met because we have the concurrence of the agencies involved, 
including the Munitions Board, NSRB, and NPA. 

These three conditions clearly show the one reason for the Government’s 
original assumption of an overriding position in our industry. That reason was 
national security and in the emergency times in which it was originally enacted, 
Congress took special pains to state in the law that the fundamental policy of the 
Government in the matter was the principle that once the minimum criteria of 
national security in rubber had been satisfied, the Nation’s long-range security 
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would be best served by an industry unfettered by controls, free to develop by 
private initiative, new processes, new products, new uses for rubber. 

No one can deny that, as the second expiration date of the act approaches next 
month, this ‘‘minimum criteria of national security” in rubber has been reached 
and exceeded. Therefore, there is no reason, in conformity with the original 
intent and purpose of the act, to extend it now. Particularly, since the whole 
rubber situation is completely different from what it was 4 years ago and 2 years 
ago. The law is the same; but the conditions it was specifically written to meet 
are entirely different. Is this a logical approach to maintaining our national 
security in rubber in the years of big technological developments ahead? I am 
certain that it is not. 

The big problem now is not the quick marshaling of a supply of both natural 
and synthetic rubber, at any cost, adequate for our national security. ‘That 
has been done. The job today, and for the years ahead, is one of maintaining and 
strengthening our national security in the field of rubber. This poses problems 
in technology and economies which the rubber industry is best fitted to solve 
It should be allowed to exercise all its resourcefulness and know-how. ‘Then we 
will have an economically sound and competitive situation in the rubber industry, 
as we have in our other basic industries. There is no other way to restore real 
initiative and with it all the progress that should be made within the next 2 years 
in the tremendous new field of synthetie-rubber chemistry 

The rubber industry, as you gentlemen know, is the only industry dependent 
upon Government for its basic raw material supply and subject to special con- 
trolling legislation regarding the use of that supply. This is an unnatural, 
unhealthy situation. The longer it continues the more it will stifle enterprise and 
invite complacency and eventual stagnation. 

In that connection, I would like to mention the human factor—something I 
haven’t heard mentioned in any discussion about our controlled industry. We in 
the rubber business have been operating under Government controls—deprived 
of the normal initiative factor—for so long that I wonder what its cumulative 
effect has been on our personnel. I am wondering, particularly, about the hun- 
dreds of young men in our research laboratories, production departments, sales and 
management groups who have come with us since the last war. They have never 
really worked under free-enterprise conditions. They are a whole new generation, 
in the formative years of their business careers, having free enterprise preached 
to them, but working under a hybrid system. I can’t believe it is good to hay 
them and the tens of thousands of other workers in the rubber industry, working 
under different ground rules than their friends and neighbors in the automotive 
or electrical-goods fields, for instance. I don’t believe another 2 years of it is in 
the best interest of either our political system of long-range progress in our 
industry. 

This same contradiction with respect to championing free enterprise as a prin- 
ciple and practicing Government control works to our detriment in another 
important area. The United States is put on the defensive with other countries 
who accuse us of praticing Government ownership and control of synthetic rubber 
while competing with private enterprise in the rest of the world in natural rubber 
Some of these governments make no claim to being as devoted to free enterpriss 
as we. The extension of the Rubber Act now for 2 vears will have the effect of 
convincing the rest of the world—particularly the natural-rubber world—that 
Government ownership and control of synthetics is not an emergency measure tied 
to national security, but perhaps a permanent matter of 
would be an extremely unfortunate impression to create 

It is argued that Government ownership and control of syntheties 


i 


national policy This 


\ are required 
to assure a firm demand in the period ahead. As a matter of fact, the total 
foreseeable supply of natural rubber is not nearly sufficient for world consumption 
I will not take the committee’s time to quote the statistics, but you know as well 
as I that this is a correct appraisal. Therefore, a firm demand exists for syn- 
theties, regardless of any other condition. Here is one place we can put 
of supply and demand back to work with assurance 

| would also like to make the point that four Akron rubber companies already 
control more than 50 percent of the rubber business outside the United States, and 
on the basis of that accomplishment the industry can be trusted to handle the 
svnthetie situation without Government aid or restriction 

Obviously, the rubber companies are the only logical people to purchase and 
operate the synthetic plants and these plants should be released without deal 
No one is more conscious than I of the fact that ours is a highly competitive 
industry. Great differences exist in the physical size of the component companies 


the law 
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Many divergent views are held and freely expressed on most matters by the 
spokesmen of these various companies. This fact has, I think, given some 
Government officials the impression that the release of the synthetic facilities to 
private rubber companies should not be contemplated until there is evidence of a 
more uniform attitude on the part of these spokesmen. I assure you, gentlemen, 
that will be a long time coming. But at the same time, it is this very lack of 
uniformity that will result in different companies being interested in different 
facilities. I have no doubt whatever that, under a fair plan of disposal, the proper 
purchaser and efficient operator of each can be found within the rubber industry. 

It is reputed that some of the smaller companies-have been fearful that the 
giants of our industry would acquire all the efficient plants and jeopardize their 
source of supply. If that is a factor, General would be glad to enter into an 
arrangement with these smaller companies and join with them to buy and operate 
a synthetic plant. 

It is my frank opinion that the petroleum companies, since they furnish the 
basic ingredients for syutheties and are large marketers of tires, would probably 
be held to be in a monopolistic position if they were to acquire and operate syn- 
thetic plants. They would then be engaged in every phase of tire production 
and distribution, except the actual manufacturing process itself, which would 
follow when they thought they could manufacture tires more cheaply than they 
could buy them. 

It has been suggested in some Government quarters that the release of buty! 
plants might be a step in the right direction. This is not logical, in my opinion, 
for a number of reasons. One of them is that while butyl is considered, at the 
present time, to be a highly specialized material, superior chiefly for use in inner 
tubes, it already has many high-volume uses in mechanical rubber goods. In 
this connection, it should be noted that private enterprise has on its own and 
entirely independent of the Government, carried on research work and made 
certain developments in butyl which might make it vastly superior to either crude 
rubber or the present synthetic GR-S. If these butyl plants were to be sold at 
the present time and the GR-S plants retained by the Government, it might 
develop within a 2-year period that the GR-S plants were entirely obsolete for 
making the type of rubber that could be used in tires. There is always a time to 
buy and a time to sell anything, and it would seem to me that it is only good 
business on the part of the Government to consider this entire svnthetie program 
in one package and make the disposition of all these facilities without delay. 

In stating this view of butyl, and the almost certainty of its expanding use, I 
do not want to pass lightly over General’s own polygen process in connection 
with GR-S which greatly increases the amount of usable higher quality rubber 
for tires from GR-S. With education, rubber processors, we believe, will make 
increasing use of this oil-enriched type of GR-S which, as it comes into more 
general use, will further tend to decrease the price of the raw material used for 
tires. 

While on the subject of new research, it should be pointed out that if the Rubber 
Act is extended 2 vears and the copolymer plants are still owned by the Govern- 
ment, it might find its copolymer plants all but worthless. Promising research is 
under way which may lead to a process completely eliminating polymerization. 
If this materializes, new processing plants could be built for less than one-third the 
cost of building a copolymer plant, and will produce better lower cost synthetic 
rubber in less time. In view of this possibility, the Government is assuming a 
huge business risk in postponing the disposition of these plants while it can still 
get a fair price for them. 

Let me point out again that the improved processes which are being developed, 
as in the case of butyl, are private enterprise developments. Ours is a technical 
industry. There is no standing still in it. You either go forward with new and 
better technological developments constantly being made, or vou go backward. 
Our problems are solved by the constant research of technical people, not by the 
political force of coercion. 

Private enterprise is not on trial in this case, because, as we have pointed out 
previously, with the four Akron rubber companies alone controlling more than 
50 percent of the rubber business outside of this country, they have demonstrated 
their ability to carry on their business entirely inde pendent of the Government 
and, at the same time, supply the necessary guaranties for our national security. 

Please let me emphasize one important point. Continued Government contro! 
of synthetic rubber carries with it to the public the implication that there is 
something inferior about synthetic rubber and that the Government has to force 
the industry to use it. This keeps the public from believing that in more than 
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70 percent of cases synthetic is vastly superior to crude rubber. This is an 
injustice to the public and the rubber industry. It is subtle propaganda for a 
flagrant untruth. 

In conclusion, gentlemen, I want to say that I am making this statement to you 
because I fear that the industrvy’s silence on this matter, at this time, could be 
construed as giving assent to the report of the Committee on Armed Services 
recommending the extension of the Rubber Act oe 2 more years. 


1 would like to go on record as opposing the extension of the act for 2 vears, or 
for 1 vear as IT understand has been proposed as a compromise. We believe the 
machinery for disposing of the synthetic facilities should start at once, upon the 


expiration of the act’s second term next month, and that 6 months is a reasonable 
length of time in which to effect the transfer to the rubber companies 

With regard to the relatively minor question as to whether the buty! plants 
should be disposed of separately now, we believe there is no clear reason for mak- 
ing a distinction between the two types of plants. The same principles apply 
to both areas of synthetics 

I thank you, gentlemen, for your attention 

Senator Joanson. The next witness is Mr. J. P. Sieberling, president 
of the Sieberling Rubber Co. 

Is Mr. Sieberling present? 

(No response. ) 

Senator Jounson. The next witness is Mr. R. C. Jopling, vice 
president of the Phillips Petroleum Co. 

Mr. Jopling, do vou have a prepared statement? 

Mr. Jopuine. Yes, sir. 

Senator Jounson. Will you proceed, please? 


STATEMENT OF R. C. JOPLING, VICE PRESIDENT, PHILLIPS 
PETROLEUM CO. 


Mr. Jopitinc. Lam R. C. Jopling, vice president of Phillips Petro- 
leum Co. and its subsidiary, Phillips Chemical Co. We built the 
Government-owned butadiene plant at Borger, Tex., and now operate 
both the butadiene and copolymer pl: ints there. We are in the 
business of producing petroleum and its products and in the manu- 
facture of chemicals. Our interest in the synthetic hans industry 
is that of utilizing our petroleum products in the production of 
synthetic rubber. In the future, we hope to be able to produce 
svnthetic rubber to offer for sale in the foreign and domestic markets 
in competition with other rubber producers. 

| appeared before this committee on June 5, 1950, and urged that 
the production of synthetic rubber be increased and that our program 
of stockpiling natural rubber be accelerated. This committee very 
wisely recommended the extension of the Rubber Act and an increase 
in the produce tion of synthetic rubber. Before the ink was dry on the 
President's signature to the bill, we were at war in Korea and all-out 
synthetic rubber production was undertaken. 

In justifying the extension, the committee stated in its report, 
“Within 2 vears the international situation should be nearer a deci- 
sion.’ Unfortunately, this prediction did not come true and the 
committee is now considering another extension of the Rubber Act. 
There is no doubt that the present world situation is such that there is 
need for again extending the act. The President should be granted 
continuation of his authority to control the use and supply of rubber, 
and the right to purchase, produce, and sell rubber as now provided in 
the act. These powers should be available to him when needed until 
such time that arrangements can be made for transfer of the plants 
to private industry. 
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Although stand-by powers to control the rubber program are neces- 
sary at the present time, there is no reason why the plants should not 
be leased or sold to private industry under contracts that would pro- 
vide proper safeguards for national defense. Private industry can 
supply just as much rubber from the Government plants as the Gov- 
ernment can produce. During World War II, the Government. built 
a large number of plants to produce the materials needed in the conduct 
of the war. These included nitrogen, aluminum, and magnesium 
planis. These plants have all been disposed of to private industry 
either through sale or lease and are now being operated by private 
industry. In case of an all-out war, the Government will rely upon 
the private production of these materials to meet the military and 
civilian needs. It can rely upon the private production of synthetic 
rubber in the same manner. 

The present Rubber Act authorizes the leasing of the rubber plants 
for private operation but with the following inconsistent restriction 
in section 7 (d): 

* * * if such lease provides that any synthetic rubber or component mate- 


rials as may be produced by the leased facilities shall not be used to satisfy manda- 
tory requirements * * = *, 


The act authorizes the President to produce or buy rubber for 
mandatory use. The inconsistency is that the President can buy 
rubber from anyone he pleases except from someone to whom he has 
leased a Government plant. This just does not make sense and the 
restriction should be deleted. There is no reason for it being in the 
act in the first place. If leasing the plants is authorized, why prohibit 
the use of the planis’ production in the rubber program for which the 
act was passed? 

The objectives of the Rubber Act as stated in the declaration of 
policy in section 2 states in part: 

It is further declared to be the policy of the Congress that the security interests 
of the United States can and will best be served by the development within the 
United States of a free, competitive synthetic-rubber industry. 

Both the House and Senate committee reports have vigorously 
supported this declaration of policy for the past 4 years. We have 
had a nationalized rubber industry in the United States for 10 vears 
since the first plants were built.” If the American synthetic-rubber 
industry is to become a free, competitive enterprise, it is time we got 
started in that direction. 

Your committee, in its report 2 years ago, recommended that the 
responsible agency of the Government fully explore the possibilities 
of leasing the plants. This would be the first step toward the transfer 
of the rubber plants to private industry. At the same time, plans for 
sale of all plants in the Government-owned synthetic industry should 
be developed and negotiated prior to the termination of this act as it 
is extended. If the Government is ever going to dispose of the plants 
and get out of the rubber business, it should do it before the plants 
are further depreciated by technical and physical obsolescence. The 
rubber-plant facilities are now 8 to 10 years old. 

In view of the integration of butadiene, styrene, and copolymer 
plant operations, detailed plans must be developed for the sale of those 
facilities as outlined. In developing plans, the Government must work 
with all segments involved in the entire rubber program. In the case 
of butyl rubber, I said 2 years ago and now repeat that there is no 
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reason Why butyl-rubber plants should not now be sold. Butyi rubber 
has established itself in the competitive markets and no longer needs 
Government control or sponsorship. 

In preparation for disposal of the plants, a synthetic-rubber price 
should be established on a realistic commercial basis, prices that would 
more nearly conform to the income requirements of a_ privately 
operated commercial enterprise. Present rubber prices are based 
upon Government costs which do not take into consideration such 
things as pay-out of the investment, sales expense, income tax, and 
profits. Such adjustment in Government price would minimize the 
possible price changes upon the transfer to private operation. This 
would permit simultaneous Government and private operation of 
synthetic-rubber facilities during a transition period. 

Everyone appears to agree that our synthetic-rubber production in 
this country should be kept at a high level for both economic and secur- 
itv reasons. In my opimion, the use of GR-S rubber in the United 
States should never be permitted to fall below the rate of 600,000 
tons a year, which is near the productive capacity of the petroleum 
butadiene plants. This is in accordance with the recommendations 
of Mr. Leland Spencer, Chief of Synthetic Rubber Division, Recon- 
struction Finance Corporation, in his testimony before the Select 
Committee on Small Business on March 27, 1952, in which he stated: 

In my opinion * * * we should not allow our consumption of synthetic 


rubber to drop below the point where all of our petroleum butadiene plants 


are 
in operation. 


The success of the rubber program has been due largely to the bene- 
fits derived from the Government-sponsored synthetic-rubber research. 
This program should be continued. 

In order to adequately safeguard our national defense and to carry 
out the declaration of policy as recited in section 2 of the act, I recom- 
me — that 

The Rubber Act be extended for a period of * 3 vears so that 
it wil not expire in an election year. Since the act can be amended 
by any Congress, I see no reqson why it should not be extended for a 
pened of 3 vears. 

The following words be deleted from section 7 (d): 

* * * and if such lease provides that any synthetic rubber or component 
material as may be produced by the leased facilities shall not be used to satisfy 
mandatory requirements established by section 3; 

And also delete from section 9 (b) the following words appearing 
in the last sentence: 

* * * providing that such sale or lease shall be on the condition that any 
synthetic rubber or component materials produced in such facility shall not be 
used to satisfy the mandatory requirements established by section 3 of this ac 

These deletions will remove the restrictions in the operation of 
leased plants. 

The minimum use of GR-S rubber in the United States be 
established at a level sufficient to maintain economic operation of all 
petroleum butadiene plants. 

The price of Government synthetic rubbers be adjusted to 
conform to a realistic commercial basis. 

5. Negotiations be undertaken for the lease of GR-S and related 
facilities and that a program for sale of those facilities be undertaken. 

6. Butyl plants now be sold. 
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I thank you very much, Mr. Chairman. 

Senator JOHNSON. Thank you very much, Mr. Jopling. The com- 
mittee appreciates your views. 

I also have a letter that was directed to me as chairman of the com- 
mittee, from you, and if you care, it will also be included in the record 
at this point. 

Mr. Jopiina. Yes. 

Senator Jounson. Without objection, the letter dated May 9, 
1952, signed by Mr. Jopling, directed to the chairman of the ‘sub- 
committee, will be included inthe record at this point. 

(The letter above referred to is as follows:) 


PHILLIPS PETROLEUM Co., 
Washington, D. C., May 9, 1952 
Subject: Rubber Act of 1950. 
Hon. LYNDON B. JOHNSON, 
Chairman, Senate Armed Services Preparedness Investigating Subcommittee, 
Armed Services Committee, Senate Office Building, 
Washington, D. C. 

Dear SENATOR: In June 1950 I appeared as a witness before you subcommittee 
during the hearings in connection with the extension of the Rubber Act. At 
that time, | urged the disposal of the Government-owned synthetie-rubber plants 
to private industry. 

The Rubber Act, under section 7, paragraph (d) authorizes the designated 
agency as follows: 

‘is authorized and directed to lease any part or all of the Government- 
owned rubber-producing facilities for a period not extending beyond the 
termination date of this Act. * * * but shall provid® that the les 
of each facility may not use any synthetic rubber produced by such lessee 
to satisfy the mandatory use. * * *” 

The act provides for leasing of the rubber plants to private industry with the 
national security requirement to assure their continued operation in the manu- 
a of synthetic rubber and provides that the plants may be recaptured by 
the Government if required in the interests of national security. 

At the time I testified, I also recommended that the act be amended to delete 
the following in the act: 

‘but shall provide that the lessee of each facility may not use any synthetic 
rubbe. produced by such lessee to satisfy the mandatory use.”’ 

This would permit the administrative agency to lease the plants to private 
industries with provisions that the private operators maintain and operate the 
plants in the production of synthetic rubber for sale to the Government or to 
private users. 

In the same hearing I informed your committee that Phillips Petroleum Co. 
was then ready and willing to lease or buy the butadiene plant and copolymer 
plant which the company now operates at Borger, Tex. As I remember, no one 
else expressed any desire to lease or purchase any of the plants. 

Now I understand most of the companies in the rubber industry are anxious to 
buy or lease the rubber plants from the Government and conditions are now ideal 
to transfer the American synthetic-rubber industry from the Government to 
private hands. 

The voluntary demand for synthetic rubber is now at a rate in excess of 70,000 
tons per vear, or more than 60 percent of the Nation’s requirements for new 
rubber. The synthetic-rubber industry is now standing on its own feet in com- 
petition with natural rubber. 

The plants can now be leased to private industries in full compliance with the 
declaration of policy set out in section 2 of the Rubber Act, which states in part: 

“It is further declared to be the policy of the Congress that the security inter- 
ests of the United States can and will best be served by the development within 
the United States of a free, competitive svnthetie-rubber industry.” 

Leasing the plants to private industry could result in no possible impairment 
to national defense. Private industry built and is stil! operating the Government 
plants and can continue to do so more efficiently than under Government owner- 
ship. Private industry would supply the needs of national defense the same as 
it will supply practically all other defense materials. 
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During World War II, the Government built a number of plants to produce 
nitrogen. Nothing could be more essential to the conduct of the war than 
nitrogen for ammunition; nevertheless, the Government has disposed of all of 
its nitrogen plants to private industry and will rely upon the production of these 
privately operated plants for its supply of nitrogen in case of an all-out war. 
The Government can rely upon privately operated rubber plants to furnish the 
needed rubber. 

The American synthetic-rubber industry has been a nationalized industry 
since the start in 1944. It can become one of the Nation’s large and thriving 
industries. The available natural resources in the State of Texas alone are 
enough to supply the entire world demand for rubber. 

I, therefore, recommend that the Rubber Act be amended to delete the restric- 
tion as to the lease period and the use of rubber produced at leased plants. The 
voluntary use of rubber now greatly exceeds the mandatory minimums in the 
act and the mandatory minimums necessary to protect our national defense. 

I believe that now is an appropriate time for the Government to get out of the 
synthetie-rubber business. 

Cordially yours, 
R. C. Jopuina. 

Senator Jounson. Are there any questions? 

Senator SALTONSTALL. NO questions. 

Senator Jonnson. Thank you, Mr. Jopling. 

Mr. Jorpiinc. Thank you. 

Senator Jounson. The committee has some communications which 
I would like to read into the record at this time. The first is a letter 


> 


dated May 13, 1952, signed by Stanley C. Hope, president of the 
“sso Standard Oil Co. It is directed to the chairman and reads: 


It is our understanding that vou have under consideration and are conducting 
hearings on legislation with respect to the Rubber Act of 1948 which expires next 
month. Representatives of our company appeared before congressional com- 
mittees prior to the original enactment and the subsequent reenactment of this 
act and expressed the view that the national interest would best be served if a 
program were adopted which would lead to ultimate responsibility for the Nation's 
synthetic rubber being returned to private industry. 

We now reiterate that we still strongly support this position and advocate the 
prompt disposal of the Government-owned buty1! facilities to private ownership 
and operation. 

Butyl rubber was invented by the Standard Oil Development Co., another 
wholly owned subsidiary of the Standard Oil Co. (New Jerse, Its technological 
developinent has been financed 100 percent by private capital sutyl rubber is 
produced entirely from petroleum raw materials. Prior to World War II, Esso 
Standard had begun the erection of a plant at Baton Rouge to carry though the 
commercial development of butyl rubber. Because of World War II], however 
this plant was taken over by the Government. Additional plants for the produc- 
tion of butyl rubber, designed by Standard Oil Development Co., were constructed 
for the Government under the supervision of Jersey affiliates and have always 
been operated by Jersey affiliates. 

Throughout this entire period the Standard Oil Development Co. has continued 
private research on butyl rubber at a cost to date of many millions of dollars. 
This effort, as well as that of the rubber industry, has made possible continued 
improvement in utilization of this unique material. It is now well established 
that butyl rubber is the most desirable rubber for inner tubes and essentially all 
of today’s passenger car inner tubes are made from it. 

The properties of butyl make it of great interest for fabrication of many articles 
other than inner tubes. However, the rubber companies have had little incentive 
to do development work along such lines since all of the producing plants have 
been in the hands of the Government and therefore assurance of a continued 
supply for new uses has been bevond their control. 

In expectation of resuming its share of responsibility for the product it originated, 
the Standard Oil Development Co. is continuing at its own expense an extensive 
program of research and development to expand the field of butyl-rubber utility. 
A major research program is under way on the adaptation of butyl to passenger- 
car tires. Recently with the help of the United States Rubber Co. tires made 
entirely from a special butyl rubber have been subjected to intensive testing. 
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One of these tires survived rigorous testing conditions for 25,000 miles. A great 
deal more work must be done before butyl tires can be produced commercially 
which aré satisfactory in all fespects. Success in this would make available to 
the country another synthetic rubber suitable for tires and could result in tires 
of improved quality over those available today. 

It should be as true of the synthetic-rubber industry as of any other industry 
that real technological progress requires competition and economic incentive. We 
feel sure that if the butyl-rubber business was in the hands of private enterprise, 
many new outlets for butyl rubber would be developed and new plants would be 
built to meet these new demands. Through such an expansion in use and supply 
of butyl rubber, this country would become: still less Seon upon natural 
rubber and the national economy would be benefited. The Standard Oil Develop- 
ment Co. has always been willing to license its butyl patents at reasonable royalty 
rates to other companies desiring to build plants. 

Esso Standard has not felt justified, however, in constructing its own facilities 
for the manufacture of butyl as long as any butyl plants are owned and operated 
by or for the account of the Government. 

We would like to have the above statement made a part of the record of youz 
committee. 

Yours very truly, 
Srantey C. Hope, 
President, Esso Standard Oil Co. 
(By JMcDP). 


We have a letter from the Administrator of the General Services 
Administration. The date is May 14, 1952, and it reads as follows: 


Dear Senator Jonnson: Attached hereto is an historical statement with ac- 
companying charts that will give to your committee a picture of the Government’s 
operation through this Administration in the rubber market from December 1950 
to date. 

This Administration is working toward the reduction of the price at which it 
will sell rubber to the industry during June of this year to approximately $0.39 
a pound. This may vary $0.01 either way. After June 30, as you know, the 
Government will be buying only for stockpile purposes. 

The principles laid down by your committee in its first report on rubber have 
served as a guide in all policy decisions affecting this program, and we are grate- 
ful to you for such foresight and help. 

This entire rubber program, including the expansion of synthetic rubber ca- 
pacity, has all served to make this country stronger from the standpoint of na- 
tional defense and its domestic economy. 

It is a demonstration of how the Congress, the executive branch of the Gov- 
ernment and industry, all working together, can serve the needs of our Nation. 

Sincerely yours, 
Jess Larson, Administrator. 


Without objection, the accompanying data will be made a part of 
the record at this point. 
(The data referred to is as follows:) 


In the early months of the calendar year 1950, No. 1 RSS was selling on the 
spot New York market at about 20 cents per pound. In April 1950, the price 
began a steady rise and by August had reached 50 cents per pound. The price 
continued to rise to above 70 cents in November and December 1950. Because 
of the increase in price, the Government, in October 1950, retired from the market 
and did not again enter the market until December 22, 1950, at which time we 
made purchases prior to becoming the exclusive buyer for the purpose of having 
some rubber available to meet industry’s needs. 

On December 29, 1950, we began the exclusive purchase program. The follow- 
ing table will illustrate what was causing the market to rise in the fashion which 
t did. 
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Historical consumption, 1950 take 


[Statistics available in the latter part of 1950] 





First 9 Third 

1948 1949 months quarter 

of 1950 of 1950 
United States. ; sss avast miesbcalatecaanetaaiaialialinal 728, 554 | 654, 298 577, 272 192, 240 
United Kingdom... snsaialatiecieicalian 186, 985 155, 310 169, 043 56, 764 
France ; ; mae ra 84, 024 90, 300 65, 012 23, 654 
Germany a ctl jaded ie 48, 939 83, 354 58, 012 23, 587 
NE id i ohn 5s oes corms : be eek 42, 685 40, 039 33, 106 10, 178 
Subtotal : . a hes 1, 091, 187 1, 023, 301 903, 249 305, 423 
Japan Stale 30, 000 40, 000 61, 000 40, 200 
Italy ‘ es 28, O89 20, 217 39, 467 20, 481 
Russia. - 100, 000 105, 000 63, 000 28, O00 
China : ; 21, 000 27, 500 26, 484 21, 334 
Hong Kong. .-- tye . : 453 1, 518 18, 472 14, 339 


In addition to the table given above, several of the countries were adding to 
their stocks and, while not significant in tonnage, would create the impression 
within the market that those countries were headed toward stockpiling. 

With the conditions existing as they did at that time, it was decided that the 
only way of correcting such a situation was to have the Government act as sole 
buyer, thereby curtailing competition between government and industry in the 
market and through the initiation of more rigid consumption controls on the use 
of rubber which would permit this country to build up its strategic stockpile. 

Further, it was felt that if the Government were acting as the sole buyer for 
rubber, arrangements could be worked out more readily with producing countries 
on the control of rubber shipped from producing countries. This was accomplished 
by the British effecting such control on April 4 and was followed by the Federation 
of Malaya and Singapore on April 6 and by imposing destination control over 
rubber exports which prevented undue large quantities being sent to destinations 
other than those having established consuming patterns, which made available 
more to the friendly nations of the world. 

Moreovergthe facts borne out by the following showed that the United States 
was securing a decreasing share of the available supply. 


World pro- — United 
ne . ALCS tec 
duction imports State 

Percent 
1947 we aad Pe ae oe : 1, 260, 000 684, 253 54.3 
1948___ satin‘ . + 1, 525, 000 728, 554 47.8 
1949 1, 490, 000 654, 298 ° 43.9 
1950_.__- a a a pd tetl el Be 1, 855, 000 795, 502 43.0 


After the Government began the exclusive buying of rubber, it was decided 
that we should establish a maximum buying price which was established at 67 
cents on January 11, 1951. At this time, the market price was 72 cents. The 
market continued to rise and reached its peak on February 9, 1951, at 81 cents. 
The market did not begin to fall from that high level until early in March, and 
after a temporary decline to 70 cents rose again to about 75 cents by the end of 
March. On March 8 we reduced our buying limit to 65 cents. The market did 
not reach this level until the middle of April. Early in May we began again to 
reduce our buying limits and this time the market began to follow us down until 
the end of May when again it began to spiral, and at that time we began to draw 
away from the market. 

\fter a sharp increase in the market price early in September and continuing 
until the 10th of September, the market price began to decline and with brief 
interruptions continued on a downward trend and by the end of March 1952 the 
Government had acquired sufficient rubber to satisfy the requirements of industry 
and exceeded the peril point objective for the emergency stockpile. 
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The present situation finds the major portion of the strategic stockpile goal 
physically accomplished and, as a result, it has been possible to eliminate prac- 
tically all restrictions on the consumption of rubber. On February 23, NPA an- 
nounced that effective July 1, 1952, the Government would relinquish its exclusive 
control over the import of rubber. This was followed by an announcement on 
April 20 removing consumption controls over natural rubber with minor excep- 
tions. Moreover, it will enable the Government to acquire the final strategic 
stockpile objective at a more leisurely pace and at more favorable prices. As of 
May 12, 1952, the market price had declined to about 30 cents per pound. From 
the time GSA assumed the role of exclusive buyer and the ending of this role on 
June 30, 1952, only 18 months will have elapsed. The world supply and demand 
situation has been restored to the extent that all countries should receive an 
equitable share based on their historical pattern. 


ATTACHED CHARTS AND THEIR EXPLANATIONS 


Chart No. 1 attached shows that a rising trend was evident during 1950 on 
world absorption, as indicated by red line in the upper diagram. Months’ supply 
of world free stocks, as indicated by the dotted line in the lower diagram, remained 
at relatively low levels during 1950. It was not fully apparent until the first 
quarter of 1951 that absorption had reversed the strong upward trend of 1950, 
thus partly accounting for the price decline in April and May of 1951. The 
months’ supply position of world free stocks began to increase in the second quar- 
ter of 1951 and maintained a steady rise through 1951 accompanied by further 
price declines. (See chart No. 2.) The progressive lowering of GSA buying limits 
was tuned to this situation. 

Chart No. 2 shows world market prices versus GSA buying limits compared to 
GSA selling prices on 1 RRS. 


GSA selling prices, 1 RSS 
Through June 30, 1951_- 


+i . plat Panaca PA ee hs bios kl IE 
July 1, 1951 to January 31, 1952- ; ba 52 
February 1 to March 31, 1952_--_- pte Mite) Bas Whe eee ee Spits . 50% 
EE SOON Oh BNO ckad des a sneer es Seen desahhatan . 4814 


Attachments: 2. 
(The charts referred to face this page.) 


Senator Jounson. Finally, we have a letter dated May 13, signed 
by Harvey S. Firestone, Jr., chairman of the Firestone Tire and 
Rubber Co., addressed to the chairman: 


In the consideration which the Armed Services Committee of the Senate is 
giving to the proposed House Bill H. R. 6787, I should like to present the views of 
our company for whatever value they may have. 

Two major problems are involved: first, the length of the further extension of 
time ofethe Rubber Act of 1948; and, second, the disposal of butyl plants prior to 
the formulation of a plan for the disposal of all synthetic rubber plants to private 
industry. 

With respect to the first problem, we feel that it is not basically important 
whether the extension be for 1 vear or 2 vears, provided the Congress would be 
willing to consider a synthetic rubber plant disposal plan when it is developed and 
submitted to the Congress. 

In this connection, I should like to reaffirm the statement I made at the last 
hearing of your committee on the Rubber Act of 1948 in June 1950: 

‘& %* * all considerations with respect to synthetic rubber must have 
national security as the primary objective. 

a the United States should have at all times a healthy, progressive 
svnthetie-rubber industry which is constantly seeking to develop, through 
competitive free enterprise, im™roved types of svnthetie rubber. 

es this can best be achieved by having manufacture and research of syn- 
thetic rubber returned to private industry at the earliest practicable time.” 

With respect to the second problem, we are in full agreement with the policy, 
which the Congress has constantly maintained, that it should retain all synthetic 
rubber producing facilities until such time as all are offered for sale or lease to 
private industry. 

Sincerely yours, 


Harvey 8S. Frrestone, Jr., Chairman. 
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Does that conclude all of the witnesses scheduled? 

Mr. Gatusua. That concludes all the witnesses. 

Senator JOHNSON. Is Mr. Spencer still in the room? 

Mr. Spencer. Yes, sir. 

Senator Jounson. Mr. Spencer, do you have any information on 
our stockpile figures? 

Mr. Spencer. Yes, sir; I do. 

Senator JoHNson. Without objection, then, this will conclude the 
open hearing. 

Senator SarronsTaLut. Mr. Chairman, may I ask this question 
before you conclude the hearing? 

Senator Jounson. We are going to have an executive hearing. 

Senator SALTONSTALL. Is there. any Objection by anyone to con- 
tinuing this at all? I note from reading this testimony hastily that 
some say 3 vears, and the House act savs 2 vears, and there is some 
testimony here for 1 year. Is there any objection from anybody from 
any rubber company or interest to extending it at all, that you know 
of? 

Senator Jounson. Yes. I would say that generally speaking—all 
of the statements are in the record, and will be available im the 
transcript—but generally speaking, the witnesses this morning indi- 
cated that they thought the act should not be extended for more than 
1 year as opposed to the 2-year provisions, and all of them were in 
general agreement that the disposal plan should be recommended with 
the hope that as soon as it was submitted, it would go into effect. 
And, they felt that that could be done in a matter of months. 

Senator SALTONSTALL. So that the people who are operating the 
rubber plants and the people who have the responsibility of developing 
rubber in the United States all believe that this plan should be con- 
tinued at least 1 year? 

Senator Jonnson. No. I would not say that, although you can 
interpret the statements that are there. My interpretation of the 
statements would be that generally speaking the witnesses felt, with 
the possible exception of Mr. MecDonald—and I think his testimony 
rather confirmed the statements of the private companies—that a 
disposal program should be instituted at the earliest possible date, 
and when agreement could be reached upon it, it should take effect. 
But with the exception of Mr. Firestone’s statement here, most of 
them indicated that in no event should it be extended more than 1 
vear, and if a disposal program could be completed in a few months, 
it should come to an end when it could be put into effect. 

The chairman will recess the open hearing and call an executive 
hearing. 

Mr. Spencer, if you will bring those secret figures, we would like 
to explore the stockpile situation. 

(Whereupon, at 11:40 a. m., the subcommittee proceeded in exec- 
utive session.) 

(The following statements, received subsequent to the conclusion 
of the above hearing are inserted in the record at this point at the 
direction of the chairman: ) 
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DEPARTMENT OF COMMERCE, 
Washington, May 15, 1962. 
Hon. Lynpon JOHNSON, 
Chairman, Preparedness Subcommittee of the Committee on Armed Services, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrmMan: The President has requested that I present the views 
of the executive branch to your subcommittee with respect to the extension of 
the Rubber Act of 1948 (H. &. 6787), on which your subcommittee is holding 
hearings. 

I am transmitting herewith a statement of my views and recommendations on 
H. R. 6787 for your consideration and for inclusion in the record of your hearings. 

Sincerely yours, 
CHARLES SAWYER, 
Secretary of Commerce. 


STATEMENT BY THE HONORABLE CHARLES SAWYER, SECRETARY OF COMMERCE, 
For THE SUBCOMMITTEE ON PREPAREDNESS OF THE SENATE ARMED SERVICES 
CoMMITTEE ON EXTENSION OF THE RUBBER Act oF 1948 (H. R. 6787) 


My statement this morning can be rather brief since I am recommending, with 
one qualification, that H. R. 6787 be adopted by the Senate in the same form in 
which it passed the House of Representatives. The bill calls for a simple exten- 
sion of the Rubber Act for another 2 years. It would also continue the present 
requirements, with extended dates, for an interim report and a recommendation 
for legislation with respect to disposal of the synthetic-rubber plants. 

Everyone agrees, so far as I know, that renewal of the act is necessary to the 
continuation of our highly successful synthetic-rubber program. It provides a 
legal basis for operation of the plants, for maintenance of production and con- 
sumption at stated levels, and for the exercise of allocation, specification and 
inventory controls. Whether the extension should be for only 1 vear, as I under- 
stand some of the rubber manufacturing companies would prefer, or for a full 2 
years, as recommended by the President and voted by the House, is a question on 
which there is perhaps room for an honest difference of opinion. 

There is no doubt, however, that we will need the act for 2 years or more. The 
development and execution of disposal plans, particularly for the GR-S and their 
feedstock plants, could not possibly be completed within 1 year—even if such dis- 
posal were expedient at this time. It is also to be borne in mind that a 1-year 
extension would leave little time for the new Congress to consider disposal legis- 
lation after it convenes next January. The reasons for the 2-year term therefore 
seem very convincing to me. 2 

It is nevertheless true that the time has arrived when we must give serious 
consideration to the transfer of the plants to private ownership. We have made 
remarkable progress in developing synthetic rubber production to the point where 
it can now stand on its own feet in competition with natural rubber. At the time 
of the Korean invasion we were consuming new rubber at a vearly rate of about 
1,250,000 long tons, whereas our GR-S production was averaging only about 
365,000 long tons and our butyl production only about 55,000, leaving us largely 
dependent on imported natural rubber. Today, with total new rubber consump- 
tion about the same, GR-S production is running at the rate of approximate 
700,000 long tons and butyl production at around 90,000 long tons. Such depend- 
ence as well still have on natural rubber is guaranteed by a reasonable adequate 
stockpile, 

These developments have enabled us to remove virtually all controls on rubber 
consumption, Within the last few weeks we have dropped the requirement that 
prohibited the use of more than specified percentages of natural rubber in all 
rubber products. Beginning July 1 the General Services Administration will 
terminate its role as the exclusive importer of natural rubber. The result is to 
create relatively free competition as between natural and synthetic rubber so that 
the industry may make its choice on the basis of its own preferences rather than 
on the basis of Government dictation. ? 

At the same time, the industry has been put on notice that consumption of 
synthetic rubber cannot be allowed to drop below those levels essential to the 
national security, and it has been made plain that mandatory specifications for 
use of synthetic rubber will be invoked if necessary. You will reeall that the 

tubber Act requires that we maintain consumption at annual rates of 200,000 
long tons for GR-S and 15,000 long tons for butyl or at such higher levels as may 
be necessary to the national security. The various interested Government agen- 
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cies have concluded that these essential levels are 450,000 long tons for GR-S 
and 60,000 long tons for butyl. These are the levels at which the industry has 
been told mandatory synthetic-rubber consumption would have to be reinstated. 
Since voluntary industry consumption is presently so far in excess of these figures 
we do not anticipate any need for mandatory controls within the foreseeable 
future. 

The competitive basis now existing between natural and synthetic rubber pro- 
vides an appropriate setting for consideration of disposal of the plants to private 
industry. The problems with respect to the GR-S facilities are complicated by the 
close interrelation of those facilities with feed stock and other industrial plants 
privately owned but under common operation. Both the number of the GR-S 
facilities and the advantages of integrated operation make the devising of satis- 
factory plans for their separate disposal extremely difficult. It is largely for this 
reason that I believe a 2-year extension of the act is desirable. The situation with 
respect to the two butyl plants, however, is somewhat different. 

One reason for expediting the disposal of the butyl plants lies in the need for 
construction of additional capacity. It can hardly be expected, however, that 
private industry will provide this expansion while confronted with Government 
competition. 

In his report to the Congress on January 14, 1952, the President took cognizance 
of this factor, stating that ‘‘with respect to butyl, I should like to suggest that the 
Congress give consideration to authorizing disposal of these plants according to 
the general principles outlined in my previous report, and to the termination of 
authority to require the consumption of butyl rubber.’ The previous report 
mentioned, which was submitted January 14, 1950, recommended legislation 
authorizing disposal on terms and conditions to be determined by the President 
but in conformity with certain stated principles. 

While I am doubtful whether the sale of either of the butyl plants can be ar- 
ranged within the next year, there would be a definite advantage in having dis- 
posal authority on the books, since otherwise any sale negotiated would have to 
be submitted to the Congress for approval before it could be completed. Adoption 
of the President’s recommendation might thus facilitate early disposal and would 
avoid any inference that the 2-year extension reflects a desire to perpetuate 
Government operation. 

As I have said, however, we will certainly need the act for more than 1 year. 
I am satisfied that, if it is extended for only the 1 vear, it will be necessary to seek 
a further extension next spring. I therefore hope vou will see fit to approve the 
2-year term. 


CoPpOLYMER CoRrpP., 
Dayton, Ohio., May 14, 1952. 
Subject: Hearings on Extension of the Rubber Act of 1948. 
Senator Lynpon B. Jonnson, 
United States Senate, Washington, D. C. 


DrAR SENATOR JOHNSON: Our company, the Copolymer Corp., has noted that 
hearings opened yesterday, Wednesday, on H. R. 6787, the House bill to extend 
the Rubber Act for two more years. The Copolymer Corp., as you may know, 
consists of the following companies: 

Armstrong Rubber Co., West Haven, Conn. 

Armstrong Rubber Manufacturing Co., West Haven, Conn. 

The Dayton Rubber Co., Dayton, Ohio 

Gates Rubber Co., Denver, Colo. 

Lee Rubber & Tire Corp., Conshohocken, Pa. 

Mansfield Tire & Rubber Co., Mansfield, Ohio 

Sears, Roebuck & Co., Chicago, Ill. 

Seiberling Rubber Co., Akron, Ohio 
These companies were all polled in April, asking them to express in writing to 
me their position on the extension of the Rubber Act, so we could form a combined 
opinion of our corporation. Our entire group, the above-listed companies, are in 
favor of the 2-year extension of the Rubber Act. However, the reason we have 
not testified is because we did not think at first that there were going to be any 
publie hearings, and even if there were, we thought our position had been stated 
previously in testimony before your committee, and we have not changed our 
opinion, Some of the expressions from the different members as to their reason, 
for the 2-year extension of the act are as follows: 
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A. ‘Tam repeating what I said when this matter came up before, that I believe 
it best for us as a group to go along on a 2-year extension.” 

“It would seem to me that a furtherance of that period would go a long way 
to clear up some, at least we hope, of our world situation, and the economics of 
plant acquisition by private interests from RFC would be in a much clearer 
ee = than it is now.” 

“Two years would be more desirable than one. The 2-year period would 
aa that much more time for a complete study of all aspects relating to the 
possible purchase of the synthetic rubber production facilities”. 

’. “We are satisfied with the 2-year extension”’ 

D. “We hope that the entire copoly mer group will agree on the 2-year exten- 
sion’’, 

E. “We have no objections to the 2-vear extension of the Rubber Act of 1948. 
I think, if we were asked to, we would testify in favor of the 2-year extension 
rather than attempt to have it reduced to 1 yvear.”’ 

F. ‘‘We are in favor of a 2-year extension of the Rubber Act.’’ 

Our reason for writing you at this time is that we thought you would be in- 
terested in having the position of our group redefined with reference to this 
extension. 

Respectfully, 
A. L. FREEDLANDER, President. 


Tyrer Rvurrer Co., 
Andover, Mass., May 14, 1952. 
Hon. Lynpon B. JoHNson, 
Chairman, Rubber Subcommittee of the Senate Armed Services Committee, 
Senate Office Building, Washington, D. C. 


Dear Senator Jonnson: We understand that you are now holding hearings 
on H. R. 6787, the House bill to extend the Rubber Act. 

Since the date on which the House passed H. R. 6787, extending the Rubber 
Act of 1948 for 2 years, practically all restrictions on the use and distribution of 
rubber have been dropped. This action freeing the use and distribution of rubber 
must mean that the supply situation is far from critical. The free market for 
natural rubber has also dropped to a point well down toward the pre-Korean 
level and the Government has just announeed June prices which are below 
current open market levels on some of the off-grades. Certainly under these 
circumstances the consumption of natural rubber will account for a much larger 
proportion of tote] rubber consumption than heretofore, and lessen the demand 
for synthetie rubber. 

Happenings in the last few weeks have demonstrated that conditions can change 
so rapidly that it is impossible to make accurate predictions for any extended 
period, and we therefore feel that there is no reason to extend the Rubber Act 
for as much as 2 vears. 

We recognize that the international situation is still uncertain and that the 
Rubber Act of 1948 should be extended, but we do not believe it should be 
extended for more than | vear. Furthermore, we earnestly believe that Congress 
should require that the Government authorities operating the synthetie rubber 
plants submit to Congress prior to June 30, 1953, a plan for the disposal of such 
synthetie rubber plants to private industry. 

We make these reeommendations because we are convinced that the less 
Government is engaged in the operation of business the better for our whole 
economy in general and we are further convinced that unless Congress sets & 
specific date for discontinuance of Government operation of these plants they 
are likely to continue indefinitely under Government contro). 

Very truly yours, 
TyEn RupRer Co., 
W. E. Brimer, 
Treasurer and General Manager. 
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Cuarues T. Witson Co., INc., 
New York, N. Y., May 14, 1952. 
Hon. Lynpon B. JoHNsON, 
Chairman, Preparedness Subcommittee of the Committee on Armed Services, 
United States Senate, Washington, D. C. 

Dear SENATOR JOHNSON: Although I was present at the rubber hearings con- 
ducted by your subcommittee yesterday, I did not avail myself of the onpor- 
tunity that was offered me to testify, in the interest of saving time and with the 
feeling that my views on the matter could more easily be stated in a short letter 
to vou. 

The declaration of policy contained in the Rubber Act of 1948 (Publie Law 
469, 2d sess., 80th Cong.) reads in part as follows: 

“It is the policy of the United States that there shall be maintained at 
all times, in the interests of national security and common defense RY A 
a technically advanced and rapidly expandible rubber-producing industry. 
* * * It is further declared_to be the policy of the Congress that the 
security interests of the United States can and will best be served by the 
development within the United States of a free, competitive synthetic-rubber 
industry.” 

It appears now that the national security objectives, as set forth in the Rubber 
Act of 1948, have been achieved; this by virtue of the greatly increased capacity 
of the synthetic-rubber industry and the accumulation of a large stockpile of 
natural rubber. 

If the foregoing conclusion is correct, it appears that the time has now arrived 
when the Government should take active steps to transfer the synthetic-rubber 
industry to private hands. 

It is respectfully suggested that your committee give consideration to the foilow- 
ing recommendations: 

1. Extend the Rubber Act of 1918 for a period of 1 year, and incorporate 
therein the requirement that a plan for the disposal of the svnthetic-rubber 
industry to private enterprise be formulated, and submitted to the Con- 
gress prior to January 1, 1953, and that if such pian is acceptable, the actual 
transfer of the Government-owned synthetic plants take place not later 
than June 30, 1953; 

2. If practicable, the plant disposal program, however, should require 
that all plants be disposed of simultaneously in order to prevent any possible 
competition between privately produced and Government produced synthetic 
rubber; 

3. The plant disposal program should of course contain positive safeguards 
which will insure the maintenance of an active and stand-by capacity suffi- 
cient to protect national security, together with a minimum consumption 
requirement. 

It is my sincere belief that whereas the Congress showed great wisdom in refusing 
to sell these svnthetic plants until the needs of national security were satisfied, 
that the time has now arrived when, national security having been safeguarded, 
it can best be further served by turning these synthetic plants over to private 
enterprise where they will enjoy the full scope of private initiative and inventive- 
ness. 

Very truly vours, 

ALtan Grant, President. 





DENMAN RUBBER MANUFACTURING Co., 
Warre n, O} 10, Vay 1 i 195 . 
Hon. Lynpon B. JOHNSON, 
Chairman, Rubber Subcommittee of the Senate Armed Services Committee, 
Senate Office Building, Washington 25, D. C. 


DEAR SENATOR JOHNSON: We understand that H. R. 6787, the Extension of 
the Rubber Act of 1948, has been passed by the House and has been referred to 
your subcommittee. We felt you might be interested in the viewpoint of one of 
the smaller tire and rubber manufacturers. 

We would like to see this not extended for longer than 1 year or no longer than 
necessary and that immediate steps be taken to set up a program to turn the 
Government-owned plants over to private ownership. 
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As you know, the emergency controls on rubber have been almost all removed 
which means that it is felt there is an adequate stockpile, and there now appears 
to be more than adequate supply of synthetic rubber. 

It is my understanding that it has been the plan that at some time in the future 
these plants would be sold by the Government to private industry. We feel that 
the immediate emergency is over and that the sooner that this might be done, the 
better it would be for all concerned. 

We might also add that in our opinion the synthetic rubber program, as worked 
out by the Government and private industry, has been one of the best jobs that 
has ever been done by our Government. 

We do feel, however, that with the emergency past the sooner a start is made 
to turn this back to industry, the better it will be for the entire rubber industry, 
including all segments of it. 

Yours very truly, 
H. F. Wesster, President. 


Akron, Onto, May 13, 1982. 
Senator Lynpon B, JOHNSON, 
Chairman, Senate Armed Services, Rubber Subcommittee, 
Senate Office Building, Washington, D. C.: 

Regret I cannot appear before your committee to state my views because of 
illness. Please record my belief that best interests on national security and of the 
rubber industry will be served by extending Rubber Act of 1948 for additional 2 
years beginning July 1. Problem of synthetic rubber plant disposal is detailed 
and complex and will necessitate searching investigation and study of all factors 
involved. Much negotiation and compromise of viewpoints of different interests 
will be required before equitable formula can be devised. I see little chance for 
complete development of plan for plant disposal within 1 year but even if it 
were possible I doubt that the new Congress would want to attempt to legislate 
upon this matter in so short a time. 

Respectfully submitted. 

J. P. SEIBERLING, 
President, Seiberting Rubber Co. 





